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SEC NTORMATTON 495/
CENTRAL INTELLIGLNGCE AGENCY- - J

i December 1951

MEMORANDUM FOR: DIRECTOR NF CENTRAL INTELLIGENCE
SUBJECT US Policy and Programs with Respect to China,
Present Status and Possible Future Courses
of Action

A, Presgnt US Policy

1, US pol'cy toward China as enunciated in National Security
Council directive 43/5 (see Tab "A") avoids the fundamental question
of the relationshin between US policy toward Peinlng and US policy
toward Taiwan. The directive does not indicate whether support of
the Nationalist Government takes precedence over the effort to split
Peiping from Moscow, or vice versa, nor does it discuss the inter-
relationship of programs designed to accomplish elther. Up to this
time, there has been sufficient justification for avoiding this
issue in the ahsence of necessary information on which to baseé a
reasonable decision. .

2, Fortunately, in a tactical sense, no matter what the ulti=
mate declsion may be as to the priority of US effort in connection
with these two fundamental questions and the interrelationship of
programs designed to accomplish either of them, there are certain
constant factors regarding US poliey and -rograms toward Taiwan:

8. The security of Taiwan will remain paramount wibthin
the US system of Pacific security.

b, The Chinese Nationalist Armed Forces are the only
military forces in being whichecould contribute in
any significant degree as an ally in the event of
an early general war in the Far EKast,

¢. Taiwan is the'only focal point to which anti-
Communist Chinese can rally.
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d. Taiwan is, and will continue to be, the most imror=-
tant base for unconventional operations against the
China mainland in the cold war period.

3. Whatever decision is made regarding Peiping, the US must,
in its own immediate self-interest, seek the strengthening of Taiu
wan as an anti-Communist force militarily, economically, nolitically,
and psychologically.

. 25X6
25X6 Meanwhile, any program
adopted by the US to strengthen Taiwan should be given maximum
implementation.
B. US Programs:
ko The following programs are operative in support of the Chi-
nese Nationalist Government on Taiwan:
25X1X4
b. Military. A program of military assistance to the
Chinese Nationalist Government has been established
through the Military Aid Advisory Group t> increase
the capability of the Chinese Nationalist Govern-
ment to defend the Island of Taiwan.
¢, Economic., Economic support of the Nationalist Govern=
ment on Talwan has been given through the Economic
Cooperation Administration.

. d. Political. The US through its diplomatic
represen?atlon on Taiwan Has encouraged political reform
of the Ghinese NationalistGovernment in an effort to
increase its efficlency, stability, and psychological
appeal to the total Chinese world-wide community

' 25X1C

5. Under that part of US policv which calls for the develoonent
: of non-Communist Chinese leadershir, |IIIIGINGGEGEGEGEGEEEEEEE 25<1X4
25X1C I cortain non-Nationalist, anti-Communist
grours in the hope that such groups might establish a base in South
China. As a political alignment the so=called "third force" has
failed to develop significant unified support. As a purely military
movement, the program has not yet developed tc a sufficient degree
to permit an estimate of its real potential, and is therefore not
given weight herein,
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C. Effectiveness of US Programs

25X1X4 ¢, _ txtremsly limited success because of
the following reasons: _

a. There are only about 165,000 partially organized
.guerrillas, and practically none of them are pres-
enbtly responsive to Nationalist control.

b. The Chinese Nationalists continue to resist US
efforts to assist the guerrilla program owing to
thelr fear of losing control, tenuous as it is,
over the small number of guerrillas with whom they
have contact.

c. Internal Natlionalist cliques and rersonalities are
making continual and destructive efforts to gain

personal or group control over the guerrilla forces
25X1X4  and the '

d. The Nationalist Government continues to assign inuf-
" ficient personnel to the guerrilla program, and cone
tinues to resist US efforbs seeking assignment of
qualified individuals.

e. There appears to be little or no real desire on the
part of the Nationalists Government to fight the
Communists on the Mainland.

f, The Nati nalist Covernment lacks confidence in the
political loyalties of guerrilla units on the main-
land with which 4t is in contact and prefers not to
develoo guerrilla assets unless complete politica)l
fealty is guaranteed. '

g. In summary, guerrillas on the Chinese mainland have

: practically no present operational capablility nor
will they develop such capabilitvy under the aegils
of the Nationalist Covernment as now constituted.

7. Milliary -- Extremely limited success because of the
following reasons: ’ ’ _

a. Tne Chinese Nati:nalists have failed to eliminaﬁe
corrupbion and inefficiency in the Ministry of
Nationgl Defense and in. the armed forces.
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b. Serious interference in the normal chain of command
has developed by creation of a combination secret
police-commissar system, which corrodes authority and
therefore red:ces the morale and effectlveness of
the various commanders and their commands.

{ v c. The Nationalilst armr is without a source of manpower

! replacement, is steadily growing old, is becoming

| rusty in disuse and is therefore deteriorating from
the standpoint of chysical standards and morale.

d. In summary, the Chinese Nationalist military estab-
lishment has practically no offensive capability and.
insufficient defensive capability to def'end Tadwan
without US naval and air sunport. (See Tab "B, ")

8. Economic - Moderate success because of the followling reasons:

a. US economic officials have acted under policy instruc-
ti-ns whicih directed them to exert their influence
wyigorously and firmly" for the improvement of
Nationalist economic policies and practices.

b. US officials have in practice carried out this poliey
guidance and have insisted u~on Nationalist economic
performance and the most effective utilization of
US economic aid. '

c. US offibiais virtually control Nationalist fiscal
policy and practice.

d. More substahtial suctess has been hindered by Natione

alist inefficiency and by Nationalist failure to
better coordinate and integrate their milltary and

sconomic effort,

e. In summary, despite the gains made, the overall Chi- -
nese Nationalist economy remains weak and would
probably collapse without continued US assistince,

9. Political == Practically no> success because of the following
reasons: ' ‘

a. The fundamental and prime policy of the Generalissiwo
and his ruling inner circle is tomaintain the status

quo in apparent preparation for reinheritance of the
mainland as a spoil of US victory in Jjorld War IIl.

ol -
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b. Although some 1lip service has been paid to reform
and although some gains have been made in relation
to local Taiwan problems, e.g. free elections, no
official, elected or not, has independent authority
to act against the will of the Generalissimo or the
KMT . :

25X6

. 10, General == Although Taiwan provides the only area of Chinese
sovereignty to which the total antli-Communist Chinese community could
rally; although Taiwan is the logical base for conveational, as well
as unconvenbional operations against the Chinese mainland; although
a fairly governed, obviously prosperous, zealously anti-Communist
Taiwan would be one of the greatest deterrents to the continued spread
of Chinese Communist influence and control in the Far East; although
the Chinese Nationalist army rcpresents the only potential ally with
fighting forces in being in the Far East =~ Talwan cannot and will not
serve any of those purpvoses effectively so long as tre regime remains
corrupt and inefficient. Until political r.form and liberalization
is effected on Taiwan, no US program aimed at the ‘strengthening of
the Chinese Nationallst Government can hope to achieve significant
success,

2

D. Possible Courses of US Action

11. In view of the situation on Taiwan described in the preceding
paragraphs, the US could completely withdraw its support of the Chinese
Nationalist Government, This course of action wo:ld have the following
results:

a, - The loss of the strategic island of Taiwan to the
Chinese Communists.

-5 - |
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b, The loss of a potential rallying point for the whole
. anti-Communist Chinese community.

c. The loss of a base for both conventional and uncon-
ventional operations.

d. The loss of a potential ally in the event of a general
war.

e. Complete loss of h pe among non-Comrninist elements:
' on the mainland.

£, Loss of Chiang Kai-shek's residual prestige and
potential rallying power.

, 12. The US could continue its present level of military and economic
assistance to the Chinese Nati nalist Government. This course of action
‘would have the following results:

a. Continued failure to develop the Chinese Nationalist
military potential.

b. Continued requirement for the allocation of sizable
us naval forces for the dvfense of Talwan,

¢. Continuation of the present lack of cohesiveness
' within the anti-Communist Chinese comunitv and inevi-
table losses by default to Peiping.

d. Continued failure to develop an effective psycho-
1ogical weapon against the Chlnese mainland,

eo Gontinued waste of US men, money and materiel
" involved in progrems to strengthen ‘the Chinese
Nationalist Government.

13, The US ¢o1ll increase its present level of military and
economic assistance to Taiwan. This course of US action would have
the following rcsults: .

a. Accelerate the waste of US men, money, and materiel

' devoted to China programs without significant increases
in the effectiveness of the Chinese Wat’cnalist Jov-
ernment politicallv, mi"itarily, economically, or
psychologically.
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b. Further aggravate relations with Pelring without
offsetting gains in the over-all anti-Comminist
effort.

I4., The U" concurrently with, and through the instrument of,
increased military and economic assistance, could effect reform and
liberalization of the Chinese Nationalist Government. This US course
of action would have the following rusults.

a. Contrihute significantly to the offensive and defensive
capability of the Nationalist armed forces.

b. Make possible the development of a mainland resistance
capability.

¢, Create an effective psychological weapon'against the
Chinese Cemmmnists,

d. Relicve to a significant extent the necessity for
allocation of major US forces for the protection of
Taiwan.

8. Cre'atg a basis for unity among all anti-Coxmnmiist
Chinese throughout the world.

15. The present situation on Taiwan peculiarlv lends itself to
positive actlion at this time. The measures suggested here have never
been attempted. Various previous missions to China, including the
Stilwell, Wedemeyer, Marshall efforts,were not parallel from the stand-
point of assigned missions or the circumstances of the time, and should
not be considered as criteria.

Reform of the Nationalist Government in thc past has con=
stituted but a subsidiary objective gursued indirectly as a part of
larger programs. In  the course of action suggested here, reform of
the Nationalist government is recognized as the basic first step
toward US objectives. In the last analysis, it is unthinkahle
that the US should adjudge itself unable to cope with the Chinese
Nationalist Government,

Proper use of the equity in Nationalist affairs accruing
to the US through its military support and economic assistance pro-
vides all the leverage necessary for effective ard legitimate inter-
vention. This leverage and full authority to use it, if placed in
the hands of a chief of US Mission with acknowledged stature, skill
and toughness, would be sufficient to the accomolishment of US aims
and purposes. For amplification of this proposed program (prepared
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by OPC) of wavs and means to effect reform of the Nationallst Govern= -
ment, see TAR "C",

16. The US camnot get either bona fide or maximum Nationalist
cooperation without convincing the Generalissimo that a unity of US
and Nationalist purposes exists and implicitly; ineludes a joint desire
for the return of the Chinese Nationalists to power on the mainland of

China, The satisfaction of this requirement may well be the nost
¢ifficult, although far from insurmountable, problem involved in effec-
ting Nationalist reform. The following steps in this commection are
essential: :

a. Without committing the US in written agreenent, secret
protocol or otherwise, the chief ofU5 Mission must
through his skill and persuasiveness convince the
Generalissimo of the mutuality of US and Nationallst
objectives.

b. The US must recognize that a theoretical possibility
exists that such a commitment might have to be abro-
gated in the future if Peiping should unexpectedly
break with Moscow. It is worthy of mention that if
such a swing away from Moscow occurred, it would be of
sufficient moment to overshadow, particularly on the
demestic and political scene, the problem of disposing
of the Nationalist Government per se.

co In support of the mission c¢hief on Talwan, a program
of psyc:ological warfare would have to be devised,
and sufficiently well coordinated at the top level
of the govermment, so that all US actions would be
.adjunctive to the chief of missionis effort of con-
vineing the Generalissimo of whole-hearted, full-
icaée US support of his aspirations toward the main-

and.

17, Presently contemplated US aid to the Nationalists is primarily
desligned to build up the defensive capabilities of the Rationalist Armed

arﬁa
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Foreces, Thus, the MAAG program does not include substantial improvement
in Nationalist capa‘bilitli)es for amphibious operations. Furthermore, air
and naval capabilities in general are not being improved, Thus, under
these cirecumstances, the Fationalists do not have the capability to es-
tablish a lodgement on the mainland of China or Hainan Island,

18, The size of military forees which @wuld be organized on Taiwan
would be limited by the island‘s population and econcmic resources and
under no circumstances could the Nationalists approach the Communist
militery manpower, If US aid to the Chinese Mationalists on Taiwan vere
greatly expanded 8o as to provide materiel and training needed for exlst-
ing ground, air, and naval forces plus such additional manpower as :
could be recruited on Taiwan, the Nationalists probably could establish a
sizeable bridgehead on the China coast without further US participation,
Whether or not a bridgehead could be consolidated and expanded into a
suceessful invasion would depend to a great degree on the reliability
of the Mationalist armies, on the Nationaliste® ebility to organize,
train, and equip sizeable forces on the mainland,

19, After receipt of the proposed materiel aid and after training
in its use, it is estimated that an assauvlt with full US logistis, naval
and alr support would enable the Chinese Nationalists to secure a large
base of operations on the mainland and/or secure Hainan Island, A con-
tinuation of US air attacks in tactical support of the invasion forces,
and an extension of those attacks against selected vital targets and
target systems would greatly reduce the war making capabilities of the
Chiness Communists and facilitate the consolidation and expansion of the
invasion operation, It 1s likely that a successful invasion with obvious
US perticipation would attract an increasingly great amount of
support on the mainland. However, it is doubtful that the Nationalisis
could asquire the additional manpower on the mainland to breask out of a
lodgement and actuslly threaten the Communist control over large areas on
the mainland, To aceomplish this, the MNationalists would need the support
of US ground forces becked by & major US war effort,

20, The Chinese Netionaliste do not now have the capebility for
securing small lodgements on the mainland for a limited period of
time, @.g., two veeks, without US logistic, air, and naval support. If
sush a capability were developed, however, the gaining of lodgements
would divert considerable Communist strength to the coastal areas and
would generally harass the regime,

R
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Ra 3., and Diversi

This
program could be expected to divert some additional Communist strength
to the coastal areas. | o

23. By Chinese Nationaligt Regular Forces, Sporadic commando ralds
against the mainland by Chinese Natlonalist Regular Forces would seriously
divert Chiness Communist strength and furnish useful occupation for
Nationalist forces, However, such a program would require a sizeable in-
crease in the US aid program, -

25X5

24, Elite guerrilla cadres could be organiged from Chinese
Nationalist Forces on Taiwan and the off-shore islands and infiltrated
into mainland China, Such a program would not require the degree of US
economic and military assistance which would be required in support of
Nationalist landings upon the continent,

25. The objective of this operation would be to greatly expend the
present 80 as to provide on the mainland the basis of

& resistance potential with adequate communication links, Although positive
results from such a program would not bbe immediately visible, the long-
range prospacts of success would be good. In the event of a global or
Sino-US war, the potential value of these forces would bas great,
particularly if used in conjunction with an invasion of the mainland.

26, In any event these forces would be useful (a) in creating in-
creased intelligence networks; (b) in directing more effective resistance
to the Chinese Communist anti-guerrilla progran; (¢) as a vehicle for the
conducting of psychological and political warfare; (d) as an instrument
for stimulating defections from the Chinese Carmuniats; and (e) in carry-
ing out sabotage operations against key epecified targets. Fimally, such
a course of action would not inhibit future US policy toward China,

Use of Chinese Mationalist Troops in _Korea

27. Effective Chinese Nationalist forces are not yet available in
significant numbers for employment ocutside present Nationalist-held
territory. If Chinese Nationalist troops were to be used in Korea, they
would require complete US logistie support and an intensive period of
individual and unit training with US supplied equipment, substantially

‘ SECRET
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| equivalent to that required in the augmentation of UN forces by an equal
! number of ROK troops, Chinese Nationalist troops would probably be ef-
fective in fighting under UN direction in Korea following a training
and equipping program and such employment would give them valuable eom-
bat experience, '

-11 -
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TAB AN

The following excerpts from NSC 4L8/5, approved by the President
17 May 1951, state'pertinent portions of U.S. policy toward Chinéa

" dincluding Taiwan:

.. "6, In view of the thrcat to United Shates security
inﬁbrests resulting from Communist aggression in Asia, - |
1t should be the policy of the United States to: -

_ "3, Detach China as an effective ally of the
USSR and support the development of an independent
China which has renounced aggre351axu'

"8 While continulng to recognize the Nablonal GOVw
ernment as the legal government of China, the United
States, with reopect to Communist . China should now:

W

"b, Expand and intensify, by all avaxlable
mesns, efforts to develop non-communist leadership
and %o influence the leaders and peooles in China

- o oppose the present Paiping ragime and to sesk
its reorientation or replacement,

"c. Foster and-suppqrt-antimcommunist Chinese

elements both outside and within China with a view

to developing and expanding resistance in: China %o

the Peiping regime's control, parﬁicularly in So&th

China."® .

0

"1l. With Tespect to Formosa the United States fFhould: 07
"he Encoursge political changes in the Nationu

~ alist regime which would incthse its prestige and
influence in China proper.”

‘4-‘127,‘ . a
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TAB . II.B 4]

CHINESE NATIONALTIST ARMED FORCES

1. The Chinese Nationalist Army has a strength of 451,000 personnel
organized into 38 infantry divisions, h arméred groups, 1 paratroop group,
3 fort commands, 5 independent regimeﬁts and two independent battalions.
The bulk of these forces is disposed on Formosa; some combat élémenté are

located on Matsu, Quemoy, and the Pescadores ISlands. The Nationalist
Army has no significant number of trained reserves and under present cir-
cumstances 1ts mobilization cépacity is negligible. The mass induciion
of formosan youths would not be fegsible unless the US greatly expandéd
1ts proposed MDAP. Even in this event, the dependsbility and effective-
ness Qf Formosan troops would be §uestionable. At the present time, the
Nétionalist Army 1is short of some types of ammunition, arms and other
equipment and the materiel that is available is heterogeneous and.péorly‘
maiﬁtéinéd; Because of these materiel d e ficlencies, the lack of reserve
manpower, and the poor command structure (including the lack 6f interservics
coordination) the combat effectiveness of the Nationalist Army is poor.
After’reéeipb of the proposed US materiel aid aﬁd after training in its
use, its effectiveness will be substantially_improved;

2. The Chinese NatiOnalist Air Force consists of 8 combat groups

,posseséing 38L tactical aircraft. However, of this total, only 121 air-

craft are serviceable for combat. These consist of 35 light bombers and
86 piston fighters predominantly of World War 1T design. Because of the lack
-13 - |
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of spare parts and improper.maintegance facilities, the combat effective-
ﬁgss of this force is ver# n00r. Under conditions of sustainéd combat,,
particﬁlarly if‘Opposed by Jjet éircraft, its capabilities would be re@uced
to a negligible factor in a day or twoc. In spite of thése difficultiés,
the Chinese Nationalist Air Force is believed to have the organizational
structure and necessary personnel to absorb and utilize the addiﬁional
equipment necessary to make it an ¢ffective force. However, the présent
US aid program is not expected to improve the Naﬁionélist Air Force or
even/maintain its present cap#bilitieso |

3. The Chiﬁese Nationalist Navy consists of approximately 150 mis-
cellaneou$ era“t, the largest of which are seven destroyerwtype vessels,.
Under optimum conditions and provided thét there were no air or naval oppo-
sition, the Nationalists would be capable of transporting up to two divie
sions in aSsaulﬁ by-means of orthodox landing eraft and following up with five
or six water-lifted divisions. No aﬁount of loglistic surport could_immeda
iately effect a great increasé in the effectiveness of the Nationalist
Navy. Tréiﬁing in 1argewscaie operations, comménd reorganization; the removal
qf political intrigues, and other slowly achieved changes are prerequisites
to any major improvemehto

Lo It is evident that the capablilities of the Chinese Nationalist
Armed Forces are éxtremeiy limited. It is estimated that the Chineée
Nationalists are at present incapablg, by themselves, of defending Taiwan
against a# alléout assault by the Chinese Communist Forces. On the offen-
sive Side, the Chinese Nationalists could not at present establish a loige-

- ment on the mainland wiﬁhout the full participation of US forces, including
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US ground forces. After receipt of rropﬁsed U. S, materiel aid and after
training in its use, the Nationalist Army could provide 10 infantry divi-
sions for an assault on the mainland, if the U. S. continued logistic
support to the invasion force. Howevqr, since the bresently proposed aid
will not improve Nationalist air and. naval capabilities, an attempted
assault on the mainland still would hafe no hope of suécessAunless the US

provided powerful air and sea operational support.
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